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" OFFICE OF THE ATTORNEY GENERAL OF TEXAS

GERALD €, MANN
ATTORNEY GENERAL

AUSTIN

Henorebls 0, P, Iukhut. mu—:
Board of Insuraces Ccmnissionsrs

Austin, Texas
Dear 8ir

" optalen o, O=4718
" Re: Should .

' "The Bouth Y
Assosiation of 4Lnmh

\ .dmanmury Tor the sf-
g xodern tysatment of 1ts satf
othexs} :

the mambers of 2ald ‘ddrporaties
(s far Sheir hospital and med-
o 17 nooldled, and sach meabdey

of ocorporation, ex any mszber af

his family, or sy other rson, 1f in
need of uh«l eare, shall ehooss bhis

or her own physician from any membder eof
the staff, aad the mid urg:{:ti_m shall
aot attexpt to sontrol the Falation ex~
fating between any mazber of said sorpors-
tion, eor any ethar person, and his or.

_her physician}
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{o) To employ only physicians on the
staff who will not solicit nor employ,
pay or promise to pay any rerson, fim
Or eorporetion to s seure, solicit or
drur patients or patronage, and 4is-
skarge any member from the staff if
any person has acoerted or azreed to
agcert pay or employment for such se-
osuring soliciting or Arumming for
patiente for seid physieian,

"ARTICLE VI of the eharter provides in
part as follows:

*The Gouth Jlaine Oooperative Hospital
Assoolation shall not have any oapital
stoock and shall not be operated for
prafit, but all of its orerations ashall
be for the mutusl beaerits of its merxders.

[arye Ty

: »The Constitution and HBy-laws of the associa-
tion vest ocon.rol in & Hoaxd of DUireotors with
poser to aocquire nagessary propsrty and ecuip-
went (irticle 1IY, Sec. 1), employ the neocessary
starf (Article XXII, Seo. 8’ to adrit or yejeot
members (Airticle I.'EI, Sea. &1, detexeine the fees
eharged and the services rentered (Artiele 1iI,
teo, 86 & 7). 4 menmbersbip fee of 250,00 ia ye~- -
quired of each applicant in eddition to the an-
nual duez recuired bvefore a merber is entitled

to .ﬂ{ pervices (Article 1X, Ged. ), and a mex-
bership ocertificate is fssued an peymont of the
membershiy fec (irticle IX, %ec. ¢}, Baid member-
shiy being for 1ife mnd deing subject to ean~
callation by the board wpon refund of ths in-
dtiel ocost (Artiole IX, Sec. n) and being trans-
ferable during 1ife or at death (Article IX,

Ses, h & m), and power is vested in the bourd

to 1limit the number of memberships (Article IX,

G6o. €}

*hiccordingly the asacolation duilt the
South Flains Cooperative Hospital and now op~
erates asaid hospital for the denefit of its
rembers as well a8 non-membsrs, Nembhers are
solicited by ana gont who holds a permit from
the Seourities Division of the office of the
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Becrefary Of State., Meaders who have paid the
sezbership fee and the required amnuzl dues
which very fyom ¥12,00 to $88.00 for s faxily
with additional costs for other dependents, re-
seive the fallowing services fres: all exan-
inations, dngtora sarxlioes, surgloal operatiens,
edatetric astontion, and ladoretory work, in-
eluding all dlood and urianal tests, Hsduoed
sharges are sads $t0 members for roam, board,
and general aursing eare snd operating room
sxponses, Materials and medicines used by tle
dootora must de md foxr, and a mender has the
right tc secure serviess of any deetor om
the staff free, or if h» desires the services
of some other dootor, Le may have same at his
OWR eXTense,

"Your attention i5 called tc the following

ragraph copied from the explanations mads at

- ¢ end of she Constituticn and By-Laws printed
org:

*The fres servioces Gues are like premiums
for insurance againet future siokness,
thorefore oases requiring & mmjor supr~
gleal operation or hospitalization at
the time ef subsoriding for free serv-
fce for tha first time will be taken
eare of by specisl sment with tre
hospital mansgexent, 8 also eprplies
to odatetriocal sases,

"Ge request first your opinion as ¢{o whether
or not tlhis asstolation is engaged in the dusiness
of writing insurance so that it should ocme Under
the supervision of the Insurence Departaent,

*In this ednnection you are alsc advieed
that the associttion at this tike does pot have
a pernit or csrtificate of authority of any kind
from this department, nor has same deen applied
for, Kowsver, the assosiation has expressed %o
our exaniner lu willingness $o same Wnder the
supervision of this departuent under Artiele
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45902 if required to do se. If you answer the
first question in the affirmative, then we gpubdait
this second question for your opinioa.

*Gould the sssceliation as presently eonsti-
Suted and operating ecme uader the supservision
of $his dspartaent undler Articls 4590a in view of
Sections 1 and § thersor:

*For your eonsidseration with reference to doth
of thess questions we are enclosing herswith ony
file on the matter, which includes k

»{1) Copy of Charter Lo. 77099 of ths sssociation
"(2) Copy of Constitution and By-Laws of the
essociation
(3} Copy of Membarship Certifieate
) 'i& Litersture of the associstion
. » 5

Correspondence
*If it is your opinion thet t he association ia
ensaged in the business of writins fnsuranés and that
1t ocould coms under the suparvision of this department
under Artiocle 4590a, we ask th:t you please retura Shis
file to us, and we shall 8o advise the association and
give it an opportunity to somply with said arsicls.”

In apawer to your first guestion it is our opinioen
that gsaid esscolation 4is writing insurante, Ses opinion
No. 0-4092, a eopy of whioh is enclosed herswith. Howsver
a8 presently eonstituted and organized Shis assoclation ean
not lesally oome undsr the supervision of the Board of In-
suranes Commissioners. See opinion No. 0-4480, a eopy of
which is enclosed herswith,

¥e answer your seoond guestion in the megative,
See opinion Ne. 0-4480. ,

The shartsr of the eorporation undsr sonsideration
here was evidently issued under s misinterpretation of Artiele
4550a, Y,A.C.5,, which artiole does not authorize the granting
of & charter £or the srection and maintenance of a hoapital
but only suthorizaee the igesuance of e sharter ®for the purpose
of establighing, maintaining and operating a mon-profit
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ee plan.” Baeetion & of Article 1302, V,A.C.8.,
¢ propar section under whieh senitariums may be inecor-
porated, Seetion 2 of Artiele 1302, ¥ .A.C.5., peraits ths
ereation of hospitals for benevolent and chnritnblu purposes,
homgvar the association wnder sonsideration hers would mot
be a eharitadle or denevolent one. The purpose Slsuase of
 She sorporation mader eonsideration here discloses Shat it

was not neorporan( under sither Sestion 6 or Ssetion 2,

Ve are rntainine this rile for furshar investiga-
tion snd further developasnts {5 She aatter,

VYery truly yours

% OVED OCT 15, 1942 " ATTORKEY GENBRAL OF TEXAS
/ A /7 A~
Vs e | G Founns
ATTORNEY GENERAL ¥a. 7. Penning
Asaistant
WITIAMM
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